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Abstract 
History shows us that all civilizations across time gave healthcare a good amount of attention. Modernising healthcare in 
developed countries not only reflects the function of its economy but also can be a kind of measurement for its development 
level. Healthcare finance strategy is key to this. This study explore ways of financing health care programs that addresses three 
main questions: how to raise the funds; how to increase the health care budget; and how to pay for the services. This paper aims 
to investigate the four main ways of increasing the budget for health services in any restructuring process. The study creates a 
model made with an analytical hierarchy process (AHP) to form a budget finance strategy for health care in Romania. The 
contributions of the paper are its findings, which allow us to draw interesting and useful conclusions about the methods of 
financing healthcare services. 
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1. Introduction  
Funds available for health services can be increased in four main ways: taxes, a contributions system to health 
insurance, beneficiary payments, and donor funding. Taxes are the main source that finances health care systems in 
different countries, but to determine the amount of finance reserves of the health budget, several issues need to be 
assessed: the ease of tax collection from personal income or corporate income; the size of the informal economy; 
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and the the role of indirect taxes (consumption taxes, payroll taxes, tariffs etc.). Furthermore, the effects of the 
amount of tax revenue available to different levels of government and regions to determine the amount that can be 
made available to healthcare also plays an important role. The second main source for financing the health budget is 
health insurance, which is very broad and includes many types with very different arrangements. Those types vary 
widely on who is responsible for its regulation: the government, non-profit organisations, or trade organisations. 
Also, how the coverage is made available, either by voluntary insurance (optional) or compulsory insurance 
(inclusive), and whether it is only available to the employee or also their family. These different issues that form the 
health insurance structure cause significant differences in operating incentives for managers to organise health 
insurance. The third way of financing the health sector is through beneficiary payments. The key to this method 
revolves around how to collect the funds between collectors and payers for the service. Another way to express the 
assembling method is in terms of mutual support, where benefiters pay more than the value of what they use and 
indirectly support others who benefit more than the value of their contributions. (Böhm et al., 2013) Most health 
insurance types provide benefits that are transferred from healthy people to sick people so healthy people contribute 
more with less benefit from the services and cover the cost of other patients. (Carayon et al., 2013) A very important 
question that arises when financing health care is how to pay for the services. This question can be examined in 
different ways. The first is by using the initial terms of organisational relationships. The second way we can explore 
the question is in terms of the different types of relationships of purchasing or contracting. In terms of organisational 
relationships, we can identify four wide groups of payment systems. The first group includes the provision of 
service to the government, where the government owns the buildings and use the staff directly. The second type is a 
contract between the patient and the service provider directly: the patient pays for the service provider and then 
seeks to recover payment from insurance companies, according to a separate contract with them. Type three is a 
contract between the service provider and the buyer, which includes a direct contract between the service provider 
and the buyer (government or health insurance regulators). The service provider will have a separate relationship 
with the patient regarding the provision of the service, but as far as it comes to payments, the taxpayer’s relationship 
is direct with the service provider. Finally, the fourth method is where the patient pays for the service provider in 
addition to a payment for treatment, due to the lack of an official covering of costs through any contract between the 
patient and the insurer. These payments are non-refundable (Faezipour, Ferreira, 2013). Clearly, healthcare 
financing arrangements provide a mixture of these different styles. In the first criteria, the government represents 
both the taxpayer and the service provider, i.e. the taxpayer and the service provider are one thing. However, there 
are other types of organisational separation between the taxpayer and the service provider. 
1.1. Health care purchase  
In most modern healthcare systems a person can choose to buy different payment packages to finance their 
healthcare. These packages also determine the service quality, which shows that there is a separate role between the 
financer and the providing entity. It can be bought on its terms of service, such as standard consultations (normal), 
immunisation, ECGs and blood tests, or it can include a range of services such as residential patient care and 
hospital care for pregnancy, including birth. (Bardey & Lesur, 2008) The development of new forms of 
classifications, such as the hybrid model repayment system, led to the restoration of the costs of medical care. The 
Medicare reimbursement model (DRGs) is another good example of buying patient care and residence at a hospital. 
Health care insurance can also be bought for a specific period and covers individuals and their families, or the staff 
of a project. Since 1998 Romania adopted a mandatory social health insurance system, which includes a complex 
relationship between different organisations created over time and the participants involved the system. It is made 
up of two levels: national and district. On the national level its mission is to achieve and attain government health 
objectives and health policy principles. On the district level its mission is to maintain the supervision according to 
the Ministry of Health’s rules and policies. 
2. Elements for financing healthcare Systems  
Previous studies show us five elements that create and determine the best method to finance a healthcare system. 
These are explained in table 1. 
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Table 1. The elements of healthcare finance strategy  
Element  Interpretation  
Equity Financing healthcare has several types: vertical, horizontal and 
intergenerational. 
Vertical equity refers to the fact that each individual must pay 
according to their income and not according to healthcare needs. 
Horizontal equity is defined, from the financing point of view, in 
terms that show to what extent do individuals that have the same 
payment capacity pay equally, regardless of gender, marital status, 
occupation or residence. 
 
 
The capacity to generate the…  
 
 
 
 
Required Income 
 
 
 
Efficiency 
 
 
 
 
Quality of 
services/Sustainability 
 
 
…method most appropriate is related to its capacity to attract 
additional funds for healthcare. Some poor countries raise funds 
for the health budget by adding charges on some goods like 
cigarettes and alcohol.  
 
This takes into account that healthcare resources are limited, and 
therefore it is mandatory to collect and use these resources as 
effectively as possible. 
 
The quality of services received is a major concern for patients. It 
is obvious that a healthcare system that has insufficient resources 
cannot provide quality services (Galland & Fontaine, 2005). 
 
This is defined as the capacity of a system to provide benefits as 
assessed by users. Sustainability is where policymakers provide 
sufficient resources in order to continue activity long-term.  
 
 
   
 
It is impossible to combine these elements together in equal proportions. Therefore, policymakers must make 
trade-offs between them (Cica, Busu & Armeanu, 2011; Strunk & White, 1979). 
2.1 Romanian healthcare system development  
The current Romanian healthcare system is a continuous subject of debate in order to increase its effectiveness 
and to tighten financial gaps, and at the same time find solutions for major challenges, such as the aging population, 
technological progress, the migration of doctors, healthcare cost increases, pandemics, and lifestyle-related diseases. 
The Romanian population makes up 6% of the EU’s total and has a GDP per capita of 5589 USD. It spends 5.41% 
of its total GDP on healthcare (Anton, 2013), which is considered to be one of the lowest in the EU after Bulgaria. 
In 2010, numbers show that contributions to the healthcare fund was paid by 6.7 million people; 21.5 million people 
received health services. This indicates a huge gap, requiring the government to find an alternative solution to 
finance the healthcare budget. Romania also has a high mortality rate for children under the age of five years, high 
maternal mortality and a high incidence of tuberculosis. At the same time it also suffers from large cases of 
infectious diseases, such as syphilis, hepatitis, rubella and mumps as a consequence of the low standards of living 
and education. Romanian poor healthcare behaviour is also a challenge: 62% of adults are smokers, and there is an 
increase in the consumption of unhealthy foods, especially of sugar and alcohol. Romanian officials try to find new 
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sources of funding for the healthcare budget and improve the efficiency of current resources in order to provide 
greater access to health services. Romania started implementing a series of measures to increase the resources 
available for healthcare, such as raising taxes on cigarettes and pharmaceutical companies. However, despite these 
measures, the Romanian health system is still financed largely from compulsory social health insurance and state 
budget allocation.  
3. Financing the Romanian health care: a taxation strategy 
In this part of study I tried to make a simulation for how policymakers can use the best decisions when it comes 
to taxation to generate the required income to raise funds for the healthcare budget. I used an analytical hierarchy 
process (AHP) for different taxable consumable products, such as sugar, cigarettes, pharmaceuticals and 
multinationals and calculated the implications of such an additional taxes on the public’s daily life and their 
advantages or disadvantages in the short and long terms (figure 1).  
 
 
 
Fig. 1. Pyramid diagram for different proposed producers to be taxed  
 
 
 
 
Fig. 2. Pyramid diagram for financing other programs, excluding healthcare 
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The new funds from the tax raised from three suggested strategies (additional taxes on either: cigarettes, alcohol 
and multinationals; pharmaceuticals and sugar producers; or cigarettes and pharmaceuticals) could be used in 
several healthcare development projects, for instance building hospitals, saving children’s lives, creating health 
behaviour programs, or financing medicines to lower their price. Alternatively, it could be used to exclude 
healthcare from other tax usage so that could be spent on education, transportation, agriculture, or the banking 
sector. Usage data from European values surveys from 1981 to 2005, analysed on SPSS, asked people what do they 
prefer to add a tax on and where should the return be invested. 44.3% of people preferred the additional tax to be on 
cigarette producers and alcohol and multinationals, 24.3% preferred it on pharmaceuticals and sugar producers, and 
31.4% said cigarettes and pharmaceuticals. 34% of people preferred the fund be used for healthcare development.  
 Table 2. Survey results for additional tax strategy and what it should be spent on  
 
 Benefit Weight Weighted 
cost 
Benefit 
percentage 
\cost 
Healthcare    
First 0.243 0.383 0.634 
Second  0.443 0.381 1.163 
Third  0.314 0.236 1.389 
Alternatives    
Healthcare 0.348 0.405 0.859 
Transportation 0.195 0.113 1.726 
School Builds 0.220 0.282 0.780 
Agriculture 0.237 0.200 1.185 
 
 
 
 
 
Fig. 3. The costs and sacrifices for such additional taxes, especially on cigarettes, alcohol and sugar producers  
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Fig. 4. The consequences for taxing alcohol, sugar and cigarettes 
 
Raising taxes on alcohol, cigarettes and sugar may have several effects on society, especially at the economic 
level. For instance, it may make suppliers use fraud to not pay the additional tax, consumers make buy from the 
black market for such products, and it may increase costs for families as suppliers tend to shift increased costs onto 
customers. Researchers also found that scarcity of sugar can be a cause of tension, which may encourage conflicts 
between people (figure 4).  
Conclusion 
x There are several financing methods for healthcare systems, such the state budget, social health insurance, private 
health insurance, direct community payments, and donors. The Romanian healthcare system is formed from a 
mix of these respective methods. 
x Taxes are considered to be the main source of finance for healthcare systems, and social health insurance is the 
second largest contributor in most countries.  
x Financing healthcare is about methods and strategies to pay for the services. 
x Most health insurance types provides benefits that are transferred from healthy people to sick people so healthy 
people contribute more with less benefit from the services. 
x Five elements that determine the best method of financing healthcare systems are equity, the capacity to generate 
the required income, efficiency, quality of services, and sustainability. These form the basis of any healthcare 
budget, although they often do not agree with each other. 
x Cigarettes, alcohol and sugar can be good products to be taxed to raise the health budget. Consequences may be 
reflected in increasing the black market for such products. 
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